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INEQUALITY IN SCHOOL FINANCE 



TUESDAY, OCTOBER 5, 1971 

U.S. Senate 
Select Committee on 
Equal Educational Opportunity 

Washington, D.C. 

The Select Committee met at 10 a.m., pursuant 5°°^ 

1114 of the New Senate Office Building, the Honoiablc Walter . 
Monel ale, chairman of the committee, presiding. 

Present: Senator Mionclalc. , . it 

Staff members present: William C. Smith, staff director and genera 
counsel; Donn Mitchell, professional staff; Leonard Stnekman,. 

minority counsel. . ... . 

Senator Mondale. The committee will come to oidci. 

This morning we have as our witness an old hand before our com 
niittee Mr. David Seldcn, president of the American Federation, of 
Teachers. We arc very pleased to have you here with us this morning. 

STATEMENT OF MR. DAVID SELDEN, PRESIDENT, AMERICAN 
FEDERATION OF TEACHERS 

Mr. Selden. Thank you very much, Senator. Usually I would 
allow you to read my testimony at your leisure, but there arc othcis. 
present and if you can bear with me I would like to read it myseLL 
Senator Mondale. That is actually better for me. ... . „ 

Mr. Selden. I have titled my presentation The Marginal Child. 
The insidious influence of the laws o economics on cducationa 
theory and tactics is little understood and seldom acknowledged. Jet 
this relationship is fundamental to any discussion of the q«ahtj of 
education. Money docs not educate children; teachcis and ot e 
educational workers do. Spending money on education will not in 
itself guarantee that children will bc cducatcd, but it is certain that 

children cannot be educated without it. . . , f 

If we accept graduation from high school as die minimum definition 
of what constitutes “an education,” American schools— even by their 
own standards— educate only half the children of the Nation. Ha 
those who enter first grade never make it through the 12tli. Some- 
where along the lino they become dropouts, fallouts, or pushouts. lho 
idea that half our children arc not worth educating seems monstrous; 
and, yet, this is exactly the effect of what we arc now doing. In effect, 
our school systems arc based upon the concept of the marginal child. 

( 0727 ) 
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Marginal Child: Barely Worth Education Costs 

In economics, the mnrginal product is that which is baroly worth 
producing. The marginal child is that child who, in tho judgment of 
our society is just baroly worth tho cost of educating. Those who fall 
below that line— the submarginal ones— are rejected or discarded in 
exactly tho same way submnrginal products aro thrust out of the 
marketplace; except that humans— unlike submarginal automobiles 
soap, or breakfast foods— do not just disappear. They become a part 
of our unemployment wolfare, crime, and riot statistics. 

llicio aro those who insist that the amount of money spent on 
educating a child has little or no bearing on whether or not tho child 
learns. Ulus is nonsenso. Tho effectiveness of teaching dopends on a 
number of factors, all or almost all of which arc controlled ty the laws 
of economics* 

There arc differences in tho oducability of children. There arc 
differences in intelligence, for instanco. While intelligence tests ma 3 r not 
bo reliable as lino-scale measurements of tho learning potential of a 
particular child, they nevertheless give adequato information about 
gross differences m intelligence, and theso differences do affect the 
educability of children. Some children are emotionally unstable or 
psychologically handicappod so that they aro unable to function in a 
group sotting without spccinl attention being given to thorn. Hundreds 
ol thousands of children aro socially and environmentally handicapped. 
Jiiven when the problem of cultural relevance of curriculum and 
materials is properly dealt with, so that such children at least under- 
stand the references in toxtbooks and other materials, they still liavo 
groator difficulty in learning than do children coming from more 
amcnablo environments. 

I lie fact that some childron will be able to escape tho statistical 
predictions of success and failure, which could be mado for their pro- 
file group, does not alter the fact that we arc confronted with a massive 
problem. 11ms, only a solution which takes this into account has any 
validity. J 

Much Additional Moneys Necessary 

If wo aro going to reform our educational system so that — instead 
of educating 50 percent of our children — wo educate 76 percent or 
even 90 percent, tremendous amounts of additional money will be 
necessary. Even considering that the most effective and efficient 
methods arc used, educating another 25 percent of our children will 
requiro a vast expansion of educational services. It is obvious that the 
amount of money per child will iheroase as we go down tho range of 
educability. Hint is, the farther we get away from the typical child 
10 1 0111 SC ^ 100 ^ S are designed the more it will cost 
We liavo boon educating tho cnsier-to-educato and rejecting tho 
others. 1 lie onsier-to-cducato aro tlioso who can adapt to largo group 
routimzod instruction. Children with special learning problems re- 
quire extra sorvicc— small group or remedial instruction, psychological 
help, medical service, or just tender, loving care. Such services are 

squeezed out by the economic crunch within which our schools must 
oporatc. 

The liberal Benthamite principle of "tho greatest good for tho 
groatest number” becomes a cruel engine of destruction when applied 
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tn n school svstem with less than half enough money to do the job 
assignodto tUnder present conditions, a. child who needs twice as 
mu& attention as another will be pushed aside, because 3 if wo educate 
him we are denying an education to two other, casioi-to-cducatc 

chUd 1 en* Economic Factors Control Schools 

The following are some ways in which economic inctois coutiol 

' V ' ,at 8 r\ 0 ^TS"hf“Colcmn 1 » Report," tho most important 
single factor in a child’s learning experience is Ins socia mi hcu. 
Children from lower socioeconomic groups, when mixed m school 
with middle- and uppcr-middle-class children learn better jtfhout 
handicapping the learning of the other more favored children 
Bccauso of the segregated housing patterns, particularly in tho 
northern big cities, the only way such a social mix can ^ achieved 
is by busing. Busing is expensive, both in capital outlay and 
operating costs. But, if schools arc not integrated, oven lau/sr 
amounts * 1 of money will be required for compensatory alucation 
programs. We, therefore, reject as immoral the polity of the 
kixon adminstration which would restrict the amount of Tcdc al 
aid funds available for compensatory education programs, and, 
at tho same time, prohibit use of Federal funds foi busmg. 

Senator Mondale. What you aro saying is that you acc c Ptt e 
Coleman principle that one of the best ways of helping a clnh lcmn s, 
as carlv as possible, to put them into an environment of social and 
economic advantage, that interplay in such a classroom is very help- 
ful? 

Senator Mondale. And you should also try to compensate that 
child for tho disadvantages by a special enrichment program which 
may vary depondins on whtit tho child would ncctn , . 

Mr. Selden. Give him a more intensive educational experience in 

school. President’s Strategy Says “No” 

Senator Mondale. Wlmt you aro saying is: That the President is 

saving “No” to both strategics? . 

’Mr Selden. Both. That is right. Dooming those children. 

I do not know, whether this is the point to internet n^iSpmcnta^v 
there is a minor point related to this problem. When Uio Elementary 
and Secondary School Education Act was adopted, we— the A1 I 
triod to tret the U S. Office of Education to recogmzo the principle 
ta keepiM tj>Ul sohod P«- 

grftinstvcro bettor than compensatory programs J*™ 

mite children within a school. Wo tried to get thc.OE.to sav . mat u 
fialf or more of the children in tho school were poverty children, to be 
assisted by Title I, class size for tho whole school could bo reduced and 
the whole program 61 the school intensified. , • • ■ . •; - : - 

IvTondale. Sovou.do nbtscpnxftte tnerrii , ,. f , ( • 

Mr Selden. That is right, and this was accepted until just recently. 
I understand tho rules have now boon changed. Services 
Til In T funds mav go only to Title I cluldion. 1 do not tiunK it v as 
done deliberately to segregate children within school, but I think tho 
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rule change will have that effect. Furthermore, I do not think that the 
programs that try to pinpoint service to individual poverty children 
can be ns effective as total school programs. 

Senator Mondale. We have heard a lot of complaints from Head- 
start teachers and parents — who presumably would appreciate the 
guidelines under Headstart — that they resent very much the welfare 
s'™ 1 , 1 °i Headstart. That is, for all the services being rendered, the 
child still walks into that Headstart program only because he is a 
loser. Ihcy would much prefer a broader program, as a matter of right, 
like public school for preschool children. That was the central dispute 
m tne Comprehensive Child Development Act which the Federation 
supported. One of the kev principles was that it ought to be for work- 
mg people and pcor people; bill,, together and not as a welfare program 
but as a matter of right. I was very heartened to sec the wav that 
principle received support on the Senate floor. 

Total School Program 

Mr. Selden. Well, so were we. Just one more on the aside that I 
raised, and that is that we arc not in favor of allowing local districts 
to salt schools with a few poverty children. Then to use that as an 
excuse for reducing class size and putting in other types of enriching 
piogi unis which really benefit the already favored children. But where 
a school is 50 percent* — we would even go for a higher figure: 60 per- 
C i C r^~* C011 ^ )0SC ^ poverty children or children who come under the 
definition in L i tic I, we think the children ought to be mixed within 
the schoo . Once you do that you cannot reduce class size for the 
poverty children and not reduce it for the others. Thus, you really 
have to go to the total school programs. 

Senator Mondale, At the time Title I was being shaped, did you 
over think oi— I am sure you did — the possibility of defining dis- 
advantage not in economic terms, but in terms of achievement; so 
that schools that liad a high percentage of low achievers— whatever 
their racial or economic background— would be assisted? I think they 
would tend to bo very close, 

; Mr* Selden, The number of emotionally disturbed children is 
highly correlated with social clnss. 

Senator Mondale, Absolutely, 

Mr, Selden, And, of course, manvin middle class and upper middle 
class districts have their own psychological assistance programs for 
children— support programs, remedial programs. It would be nice if 
wo could put those programs in every school in the Nation but I 
think wo have to take the most urgent problems first. 

Senator Mondale, Yes; and it is true from everything we have 
learned from our school finance experts, that Title I, for all of its 
failures, still principally goes to the poorest of the poor, and that is 
quite an achievement. 

Mr, Selden. Well, it should be broader than it is. 

Senator Mondale. That is right, but I mean it still tends to go in 
relationship to need. There have been some illegal distortions here and 
there. 
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Title I Best Assistance Program 

Mr. Selden. Title ! is our best assistance program, in our view. 

I am now continuing with mv prepared statement.] . 

2. Shortages of funds inevitably force largc-group insti action. 
Larger classes can be taught by a teacher it the children in the 
class arc all of approximately the same learning ability. I he 
teacher can then use mass methods of instruction. Ihc basic effect 
of ability grouping, however, is to adapt the school to the lcainn 
rate of the child instead of intensifying the child s educational 
experience so that lie learns at a faster rate. Consequently, 
children in the slower groups spend more and more time learning 

1CS The o pposi tc of ability grouping is heterogeneous grouping, but 
smaller classes arc required to teach varied ability groups. When 
children of greatly varying, learning ability arc Placed l in . tlio 
same class, much more individual attention from the teachci oi 
other educational worker is required. Small classes inevitably 
require more teachers and other staff unless the amount ot 
classroom time for the child is reduced, in which case his learning 
would again be handicapped. Some of the differentiated stalling 
and team teaching schemes are simply based on this device 
incidentally. They intensify the learning experience for some 
children but they cut down on the total amount of classroom time 
by pooling the children in very large groups for quite long periods 
during the day. The more favorable the staffing ratio the more the 

cost per child, of course. . ... 

3 I'ii addition to the cost factor described above, ability group- 
in'? raises a problem of racial discrimination. Socioeconomic 
class is highly correlated with race. Since learning rates are 
highly correlated with socioeconomic class, ability grouping 
results in segregating large numbers of black and other minority 

children in the slower learning groups. tinn 

4. Staffing ratios have a controlling effect on the oigam/ation 
of instruction within the school. In addition to the problem of 
ability versus heterogeneous grouping, there are also many 
other choices of methods and tactics available to cducatois. 
Most of these choices such as team teaching, differentiated 
staffing, and modular programing require a more favorable 
staffing ratio, not less. When money is tight there is no leeway 
in staff assignments and the more innovative and creative 
approaches to education arc ruled out m favor of the tried and 

true methods of the past. . , 

5. Economic factors have a hidden effect on curriculum offer- 
ings, particularly at ihc secondary school level. When small group 
instruct ion is squeezed out of the curriculum some of he more 
advanced courses in math, science, vocational and fechnical 
education, and fino arcs are offered much less often, f J 'ilL loi 
instance, analytical geometry may be offered only once c\ cij other 
year instead of every year. If a student cannot fit the course int 
jus program in the year it is. offered, he is just out ot luck. 

G. The quantity and quality of instructional materials and 
equipment is restricted when the supply of money is restricted. 



H 



8 



6732 

For instance, at the later elementary and intermediate levels, 
computer-assisted instruction has proved particularly useful for 
remedial teaching. But computers are expensive. Children cannot 
receive the benefit of such instruction if the school district does 
not have the money to buy or rent the machines. 

Irresponsible To Deny Education Moneys 

It is totally irresponsible to say that until we can find a way to 
educate children more effectively and cheaply no more money can 
bo spent on education. No one denies that we need more research in 
education. No one can deny that children should be educated in the 
most effective and efficient way possible. But, until we find more 
efficient and effective ways to do the job, we have the moral responsi- 
bility to give our schools the money necessary to educate children on 
the basis of what we now know. 

Senator Mondale. I don’t know how it can be said that somehow, 
unlike most other things, money has no relationship to output. 

Mr. Selden. That is why I dwelled on this at such length. 

Senator Mondale. I notice many of the wealthy who make that 
argument do not risk their own children on that strategy. They either 
live in a rich suburb where there is a high per capita spending level 
or they send them to a private quality school where the per pupil 
expenditure is even higher. I would like to see a. study of how many 
of our wealthiest send their children to schools that spend less than 
$1,000 per year per student, I bet you would find very, very few of 
them. Yet many of those same people say: “There is no point in 
spending money on education until we know better what to do.” 

Mr. Selden. Well, this is what the President of the United States 
said when he came out for the National Institute of Education— 
which may be a nice idea, it cannot hurt, I suppose. 
ttT^ 0 ^^ 01 Mondale. But what he said essentially, as I recall it, is: 
Let’s not spend any more money on education until” 

Mr. Selden. Wc find a magic way to educate children. 

Senator Mondale. Yes. But the interesting thing, of course, is 
that leaves the State and the local governments holding the bag. We 
have a figure that shocked me: From 1966 to 1971, the Federal Gov- 
ernment has increased spending in the elementary and secondarv 
schools by $900 million a year. In the meanwhile, Stato and local 
governments have increased spending for the same purposes by 
$15.7 billion and, of course, the percentage of Federal support has 
dropped from 8 to 6 percent. In other words, while wo have been 
holding back at the Federal level, the State governments and the 
local governments are left holding that bag with all the inequalities 
of local tax support increasing the differences between the poor and 
the rich, with the Stato governments’ efforts to generate revenues 
while retaining industry and with all the inequalities between the 
States— Mississippi has about $400 per capita; New York has $1,200. 

So the Federal Government’s abdication of its role of financial 
support of these schools has contributed enormously to inequality 
of education and enormously to the fiscal problems’ and tax problems 
at the State and local level. Would you not agree? 
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Administration Responsible for Plight of Schools 

Mr. Selden. Well, Senator, I think it goes a little deeper than that. 
I hold the present administration responsible for the present financial 
plight of our schools, not only because it has failed — because the 
President has failed — to back Pedcral-aid proposals, but also because 
of some other things he has done of a financial nature. 

I suppose it is too much to ask an administration, that was elected 
by as narrow a margin as this one, not to play politics with any issue 
that comes along. But, the politics that have been played with the 
education issue have hurt every child in the United States. This is 
how it is done: The President — instead of conferring with the leaders 
of Congress, or with other responsible people, about ways to finance 
education — came out with a revenue-sharing plan which he well knew 
had no chance of adoption in this Congress. The revenue-sharing plan, 
however, gave a promise of money for nothing — free money. Under the 
influence of this offer of free money, State legislatures stopped in- 
creasing their support of education in the way they had been expand- 
ing such support, as you pointed out, throughout the 1960’s. 

As a result, not onlj have Federal funds decreased on a pcr-child 
basis — and funds from local sources dried up long before — but the 
effect of the President’s announcement of revenue sharing has been to 
decrease the amount of support offered by State governments. They 
feel that if they can demonstrate a need they are going to get this free 
money. It is an insiduous interrelation of factors which is bringing our 
school system down around us. 

Senator Mondale. To the point that, incredibly, the other day the 
superintendent of the Philadelphia school system came in here and 
asked to be nationalized. 

Mr.’ Selden. Yes. Well, I do not want to get into that right now. 

Senator Mondale. All right. I thought that was why you were here. 

Mr. Selden. Well, we would not necessarily oppose it,', but we 
think that if you just nationalize the big cities you are only confronting 
half the problem. Also, I doubt that the State governments are going 
to give up their jurisdiction over them big cities. They are not going to 
allow states within States to be created, so why .talk About, it? , It 
won’t happen. It is like talking about revenue sharing.. ’ 

Senator Mondale. I think he was trying to' bring home the severe 
plight of his school system. Maybe iii was' a serious proposal, but I 
think he was trying to figure out how he couldgetthc Federal Govern- 
ment’s attention. ‘ . . '. 

Mr. Selden. I think that is true. , ; / 

' May I return to my written presentation? Thank you. 

One final point must be made concerning the effects of funding on 
the quality .Gf education. •' ’• 

7. School systems which 'have favorable salary schedules, fringe 
benefits, and working conditions can be more selective in teacher 
hiring and can have greater' '.flexibility. in the choice of, methods, 
techniques, programs, arid structures. Good' teachers . can hiake 
otherwise ineffective teaching strategies successful, .while poor 
" teachers, are apt' to be less productive even though they may be 
going through .the correct motions in a favorable setting. Acknowl- 
edging that there are differences in the effectiveriess of teachers 



does not justify the so-called merit my schemes, however. Even 
assuming that we could agree on the degree of effectiveness of 
one teacher as compared with another, paying them differently 
would not do anything to change their relative productivity, but 
being able to hire better qualified and more promising teachers 
in the first place is a different matter. Those school systems who 
can attract more effective teachers will inevitably be more pro- 
ductive — quantitatively and qualitatively. Their students will 
receive bettor educational service as a direct result of the money 
spent by the district on its schools. 



Distribution of Services 

We now turn to the questions of where the money is to come from, 
and how it is to bo translated into educational services, and how those 
service's are to be distributed. 

In talking about improving the financing of education, one must 
mpke the basic assumption that a much greater percentage of our 
gross national income must be devoted to this purpose. As a matter 
of fact, the United States ranks very low among the developed nations 
of the world in the percentage of national income given to education. 

In 1970 the United States spent slightly under 6 percent of aggregate 
income for elementary and secondary school education. England spent 
8 percent and the percentage of income spent by other countries 
varied upward. It would not be at all unreasonable for the United 
States to spend 10 percent of its gross national income for the educa- 
tion of the young. This would increase the total amount spent for 
olernentary and secondary school education to 10 percent of $795 
billion, or $79.5 billion, using 1970 figures. 

In that year the United States actually spent $45.4 billion for 
elementary and secondary education, both public and private, with 
the Federal Government contributing approximately 8 percent of that 
total — about $4 billion. 

Need $35 Billion Additional Funds 

In other words, in order to make even this modest additional com- 
mitment, $35 billion per year more would have to be produced from 
somewhere. The question is: Where? 

In addition to insuring intensive education for the children who 
need it. most, a fair and equitable educational support program must 
require an equitable contribution from all taxpayers. 

Our basic ideas were contained in the National Excellence in Edu- 
cation Act introduced in the Senate 2 years ago, sponsored by many 
of the members of this committee, including yourself. Our plan will 
be amended in light of the Serrano decision, and we Anil ask the spon- 
sors to reintroduce it in the next session of Congress. 

The plan, as amended, would have the following basic elements — 
\ve arc.. willing to confer with anybody on this to modify our position 
if it should be desirable: 

1. The average per-pupil cost of education, utilizing proper 
staffing ratios, would be pegged at $1,600 a year. This is aver- 
aging not only elementary school education .which docs not cost 
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as much per student hour 11 s vocational ami other secondary 
school education, but averaging them all out it would be peg e ed 

Ut ^I’Thi s* 1 amount would be achieved by a combination of Fed- 
eral aid and State tax effort, since the locally levied property tax 
ic no lono-cr a reliable source of income. . , . , 

3 Each State would establish a State educational fund. We 
make the following suggestions for raising tho State share of this 

fUnd: a . Each State would levy a 20-mill property tax based 
on State property assessing procedures audited by an ageuicy 
to bo MUip Avit&n the U S. Treasury Department. Tins is 
entirely feasible. There arc some States who do have prettj 
o-ood equalization boards and there are national associations 
of tax assessors, but due to all sorts of consider^ions-some 
of which were mentioned by a previous witnote before vo 
committee-tax assessors need overseeing not only ^ 
board of equalization of assessments, out also auditing y 
the U.S. Government, providing this kind of supervision 
could introduce a degree of fairness into the property tax 
which is not present now. . 1,1 

I have done some studying of this matter. I once livod in a school 
istriet - here 90 percent of the tax valuation consisted ot an auto 
eobile p.am NeedfS to say, the tax rate in that dtstnet was set at 
he State minimum needed to qualify for State aid. 

Conflict Between Education and Jobs 

Senator Mondale. Interestingly enough, often such districts have 
1 potentially rich base but they do not dare really tax it undci threat 
hat industry would leave and the jobs would go with it. One of the 
'c w are a s Iha ve heard of that had the guts to stand up and risk ha 
■vns theMinncsota Iron Range For nearly 40 

school system in the country— because we said we aie going to educate 
our children. Within one generation, we were sci ndmg pcojde to medical 
nnd lnw school and turning out corporate leadeis and leligious leacieis. 
The story of the Minnesota Iron Range and what was done in one 
Reiteration, 0 with tremendous inputs of money to bc;sure-because 
those people had the courage to stand up and require the mining 
industry to pay — was really a fantastic story. It was unld^ 3 many 
minin^^rdas^m the west where the fear of losing the single tax base 
resulted in an era of low public spending which assured jobs which 
kept them alive but cheated the children in the process. Then when 
thnrnirreT were exhausted there was notMng loft Many of the 
tragic areas in this country are right there. They ended up with 

n0 xii n | ELDEN Right. The problems that Ralph Nacler brought out, 
I can just attest to When it comes to evaluating 

how does a little locally elected assessor who lias thiee c erks and 
toee other people working in hie office^hpw doeehe.go 
assess an auto plant? Well, I will tell you hmv he does it Mr J jdM 
is exactly right. He calls up the general manager of the plant and asks 

him Avhat it is worth. , 
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Senator Mondale. “What would he like to pay?” 

Mr. Selden. That is exactly right. 

Senator Mondale. It is pretty much like the United Fund when 
you call up and ask for a contribution. 

Mr. Selden. That is right. We had a strike in Gary, Ind., last year 
that went on for 21 days in near-zero weather. The two sides were 
about $100,000 apart; and, all that time, sitting there within the 
coniines of that school district, was the main plant of U.S. Steel. The 
t ,l ?ught often crossed my mind that if we only had that plant assessed 
a little higher, that strike would have been unnecessary. 

Real Inequities Are Industrial/Commercial Properties 

At anj r rate, I would not abandon the property tax. There arc ways 
to administer the property tax and take the inequity out so far as the 
home owner is concerned. That is no problem at till. As a matter of 
fact, people that own older homes often get a tremendous break on the 
property tax and they can write it off on their Federal income tax. The 
real inequities are in the things that Mr. Nader pointed out: industrial 
and commercial property. 

Under what I am proposing, the States would be permitted to levy 
an educational surtax on the Federal income tax. There are various 
problems with levying income taxes or progressive taxes in many 
otates. If the Federal Government were to extend the opportunity to 
otate legislatures to piggyback on the Federal income tax, then the 
legislatures could take the responsibility and the tax source would be 
there for them if they had the fortitude to use it. 

Each State would be required to raise from sources other than the 
20-mill property tax, such as the piggyback surtax, a minimum addi- 
tional amount which would vary with the State’s taxable wealth and 
income. I do not think that y r ou can expect Mississippi taxpayers to 
raise the same amounts of money per child as New York or even 
Minnesota taxpayers. 

, Senator Mondale. As a matter of fact, Mississippi is trying pretty 
hard in terms of generating money. 

Mr. Selden. As a percent of income, their taxes rate up within the 
first 10 States. 

Senator Mondale. Yes. 

Mr. Selden. Federal aid would be distributed to the States so as to 
make up the difference between the amounts raised by State effort 
and $1,600 per child, the amount we originally started with as a fair 
support level for educating all children. 

Now, when it comes to spending the money, States should be re- 
^uired to present to the U.S. Office of Education a plan for distribution 
of educational funds to local districts in accordance with the educa- 
tional need of the district. Educational need would be determined by 
means of a sociological index which would take into account such 
factors as per capita income, student mobility, student involvement 
in court proceedings, and other factors.. These indicate social environ- 
ment not conducive to education and shows that the educational 
experience must be intensified if you are going to get quality education 
for those children. 

Local districts would be required to certify acceptable plans to their 
btate agencies— with copies to the U.S. Office of Education— describ- 
mg programs for intensive education for hard-to-educate children 
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In other words, they get more money if they have greater need 
then have to tell their State agencies and the U.S. Office of Education 
what they are going to do with the extra money in order to educate 
their hard-to-educate children. ... -n , i 

Finally, local districts would be required to comply with 1 ederal 
laws and court decisions relating to integration and civil rights. 

Quality Related to Funds 

In summary, we have tried to show here that the quality of education 
is directly related to the funds devoted to education; differences 
in the educability of children must be taken into account in any 
system of education so that those with the greatest need receive; the 
most intensive service; equalization of expenditures between States 
should be accomplished through a combination of required statewide 
tax effort and Federal aid; and funds must be distributed within 
States in accordance with educational need. .. - , , . 

Senator Mondale. Thank you very much for a most useful state- 

m< You be<*an by recounting some of the failures oh our system as it 
operates today, the 50 percent of our student body who began lirst 
trrade and do not make it to the 12tli grade. There must be many 
children, however, that finally get what you might call a degree who 

reallv failed, too. _ ..•« • . , 

Mr. SELDEN. That is right. In referring to an education by our own 

bt Senator Mondale. So that probably you are understating the mag- 
nitude of the degree to which children, for whatever reasons, tail 
to reach their full potential and are cheated of their life chances 

^Mt^Selden Yes. For instance most schools track children for 
college academic programs, vocational programs, or general programs 
when students get to secondary schools. The schools do this because 
they just do not have the manpower and facilities to give every km 
a decent well-rounded,- education; it is not that they want to disciimi- 
nate against or hurt children or shortchange them. The schools 
cannot do better because of the tremendous amount of effort and 
money required to educate the harder-to-educate children, bo they 
put a little frosting on the cake and put it in the window. 

Sep itor Mondale. We had several examples of school failures. 
Mark Shedd, superintendent of the Philadelphia schools, said that 
on any given day their truancy rate is about a third— -in the average 
school, about a third of the students are out. Then he said m their 
50 ghetto schools— T think these are elementary schools— two-thirds 
of the children are graded at 16 percent. or below .in- the s Iowa i Basic 
Skills test. T asked him what that meant, and; he said : . That means, 
in effect, two-thirds of, those students m those classes could not 
possibly know what; the teacher is saying. ’ That is s ° abysmally 
below grade level that for two-thirds of the children the educational 

process just could not be working. , ,, pwii 

If that is true in mo 3 t ghettos— and I would think that the Phila- 
delphia school system is fairly typical for a northern central city, 
would you not? ; . ; >' .. ■: : i; ; : 

Mr. Selden. Yes. 
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Senator Mondale. There must be hundreds of thousands of children 
nat just do not get to be a part of the educational process in any 
meaningful sense. Would you agree with that? 

Mr. Selden. Yes. They do not drop out; they are never in. 

de^“o"th? s Tanuraf W ° U ' d 3 ’°" hlVe olher «* m P l « ^ «>• 

Selden. Well, I cannot cite statistics, but I know Mark 
bhedd, and what he said about the Philadelphia svstem is pretty 

children^'' 1161,6 ^ g °‘ The ghett ° Schools J ’ ust ar ® not educating 

Problems Are Economic 

I do not blame parents of ghetto children for being an°Ty They 
should be angry. I think their anger, however, is often mfsdirected. 

.7 ^ to realize that their problems are mainlv economic in 

origin. The environment the child lives in is determined ly economics; 
and, when he gets to school the quality of his school service is deter- 
mined by economics. 

Senator Mondale. The president of the New York City School 
fL 0ar -f testified before the committee and he was complaining about 
the situation in the New” ork Schools. 

Mr. Selden. Right. 

Senator Mondale. So I finally said, “Well, what are you doing 
about it? You are the board president.” He said, “There is nothing 
v e can do about it. When the president of the New York City School 
Board feels unable to do anything, what is that poor black parenc in 
the ghetto going to feel? 1 

Selden. As a matter of fact, the president of the New York 
City School Board for many years was a leader of black parents in 
Harlem and he should know what lie is talking about. He has probably 

been on as m am - marches and picket lines around New York as 
anybod} 7 . 

Senator Mondale. He just sounded utterly hopeless to me. 

Mr. Selden. Well, you cannot improve education by giving the 
teachers or administrators kicks in the pants. You cannot say, “teach 
taster. It does not work. You really have to be sensible about this 

thing and put the money into the school system that will allow us to 
do a job. 

I have a metaphor that I sometimes use. It is as though we were 
given a river a mile across and given the material to build a bridge 
halfway Then people get mad because they fall in the water at the 
end of the bridge. 

Go Part Way to Moon , . . 

Senator Mondale.. I have used that same analogy. What if we, for 
example, gave the NASA $5 billion to go to the moon and they found 
out it costs $25 billion? Would we say to them, “Well, go as far as 
y°. u c &n go and tell us what/ 3'ou. see?” We did not. say that. We 

fL r-oVu-w Si ye 7°V what you need: Now be, careful.” So they 
took $25 billion to get there, I think: 

Because we must have a C-5A airplane, in 1 year there are costs 
overruns that exceed by $400 million all that we spent under Title I on 
ie 9 million so-called disadvantaged children in this country. ■ • 1 ' 
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I think justice in this Nation requires that we must have educated 
children and they must have equal education. It may be different 
education, but it must be equal in terms of achieving the life chances 
of that child — and \vc are enormously short of that goal. 

I agree with you that a good chunk of the problem is money. 

Mr. Selden. You can wuste money in education, and a lot of it has 

been wasted over the years. . . 

Senator Mondale. I did not take your testimony to mean that 
there were not some institutional crises and lots of them, but the 
teacher has to make o decent salary or you are not going to get a 
decent teacher. If a child is hungry he has to be fed. 

We heard the superintendent of the Inkster school system, which is 
an all-black system in a suburb outside of Detroit. He said they have 
classes in which they have no textbooks, they have science laboratories 
with nothing in them, and they are bankrupt to boot; and they are 
spending at the rate of $650 per capita while Grosse Point is spending 

$1,100- , , , 

So I believe that there is great merit to the need for a substantially 

increased role by the Federal Government in the support of our 

Mr. Selden. Senator, just let me add one other personal observe- 
tion, A little over a year ago I took a week off from my regular job 
president of the American Federation of Teachers and became a 
substitute teacher in the Kansas City, Mo., school system. Of course, 
the life of a substitute is never very pleasant, and you really have 
two strikes against you, if not three, when you walk into the class- 
room. But in that school system I presided over, as best I could, 5 
different day’s— different classes, most of them lOth-grade world 

historj T classes. , , 

Most of those classes were one-textbook classes with no sup- 
plementary materials at all, and if a child did not bring his textbook, 
he was supposed to just sit there. 

Senator Mondale. What kind of a school was it. 

Mr. Selden. I did not teach in any of the better schools. Ilie 
teachers are not absent so much, I guess, in those schools, but they 
were schools where the harder-to-educate children were. 

Two-Tb t Jids Vote for Millage Increase 

I do not know whether you know much about Kansas City as a 
town. I have never lived there myself, but I learned quite a bit about 
it. It is a place with a great deal of civic pride and yet, those people, 
five times in a row, have voted down a school tax increase- 

Now here is the peculiar part of it. Five times a majority oi the 
people have voted in favor of increasing the taxes, but you have to 
o-et a two-thuds vote to raise the millage in Kansas City. 

Senator Mondale. We are used to two-thirds votes around here. 
Mr. Selden. So it went down every + ime, and you have 10th grade 
classes with one textbook and no supplementary materials, and those 

kids are just waiting until they are old enough to get out. : 

Senator Mondale. At 16 they leave. ' . 

Mr. Selden. Right. , , . 

Senator Mondale. ’ What is the per-pupd expenditure level in 
Kansas City, do you know approximately? 

6S-412— 71— pt 16B 2 < V j 




Mr. Selden. Well, in elementary schools it is about $500. 

Senator Mondale. You mentioned earlier that you support ade- 
quate research and from my work here, my impression is that it is 
certainly needed. The amount we put into research is very, very 
infinitesimalcompared to industry, for example. • 

Mr. Selden.. That is right. 

Senator Mondale. I do not know what we spend federally on 
research but- 

Mr. Selden. It is not very much. Most of the research in education 
has been done by Ph. D. candidates. These people do not have the 
money to hire computer time or get large staffs to gather data. They 
usually work over the material that somebody else lias acquired from 
somebody else; 

There is very little basic research going on. The commission of the 
States is doing some on the national assessment program. There is 
some being done on contract, althoughalot of that money has dried up. 

There is now in progress a compensatory education study. It is a 
rather extensivo one. It will do original research and I think it will be 
a very good study. But we are going to have to restrict the sample to 
1,000 kids, which really gets down to the threshold of reliability. 

Experimentation 

Senator Mondale. What is your position on experimentation? We 
have experiments with the voucher system, and on Gary, Ind., and a 
few other places with so-called private contracting. There has been a 
movement called free schools. There lias been the community school 
movement. School districts have experimented with introducing 
choice so that parents can send one child over here if they want an 
open school or open classroom approach, they could send him to 
someone else for sort of a hard disciplinarian approach, another school 
for vocational approach, and other choices trying to give the person 
who has only a public school option choices within that system. 

Now, maybe what I have talked about, following the different 
categories — — 

Mr. Selden. They do in my group. 

Senator Mondale. Would you respond to that? 

. Mr. Selden. Well, we are very much in favor of experimentation 
in educational methods and structure of instruction within the school. 
We have endorsed and a lot of our prominent union people have been 
associated with many such experiments. 

We support promising experiments. If it can be shown that an 
experiment is likely to produce something of value, we say go ahead. 
But we are not in favor of breaking eggs to see if you can put them 
back together again. 

The voucher plan comes in that category in our view. We are op- 
posed to educational vouchers. They are really not an experiment. 
They do not advocate any particular style of education or any new 
method or technique. They are merely a. way to get public money into 
nonpublic schools. We support Title I which provides for public serv- 
ices to children in nonpublic schools, and we support that concept in 
general, but we do not support the voucher concept which, if it were 
widespread, would undermine public education. 
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It happens that I have written a piece on this question. Rather than 
trying to ad lib the whole thing, I can give it to you. I am rather proud 
of it. I also think it is balanced. 

Senator Mondale. Has that article been written? 

Mr. Selden. Yes; it was published in the Teacher College Record 
last January. 

Senator Mondale. Would you submit that to us for the record.* 

Mr. Selden. I will. 

Senator Mondale. What about contracting? 

Mr. Selden. Going to performance contracting, we were very 
dubious about it in the beginning. The more we found out about it, 
the less wo like it. We think that performance contracting is an in- 
vitation to the ripoff. Fly-by-night companies are formed and convince 
beleaguered school boards to give them contracts. The proofs of ac- 
complishment are very often rigged, and many of the companies 
emphasize that they would not want to stay more the 2 years anyway 
under tho so-called turnkey 7 principle. They 7 claim that all they 7 aro 
doing is showing y 7 ou how to do things and then they aro going to 
move on. Well, I am suspicious of that sort of operation. 

Senator Mondale. Have y 7 ou had a chance to 

Mr. Selden. A project in Rhode Island was to be evaluated by 7 a 
specified test. A couple of weeks before, tho test, the children were 
given practice tests which overlapped as much as 75 percent the test 
that they were given finally when the payoff test came. 

Senator Mondale. This was in Rhode Island? 

Mr. Selden. Yes; it was in Providence, R.I., last spring. We 
hired some people to go lip thero and investigate. That contract is 
now being held up and being challenged. 

Believes Performance Contracting Doomed 

Introducing tho profit motive into this cooperative enterprise of 
education simply confuses things. It promises people things that 
cannot bo delivered and in the end, I think, performance contracting 
is doomed to failure. 

The OEO had 16 projects for porformanco contracting. I looked at 
some of those and they were not bad, but tho profit motive had very 
little to do with tho success or failure. The creativity and inventivonoss 
of the people that were involved was really what was carrying tho 
project and they wore doing this simply because they were energetic 
and creative people, not because they were going to get a 5 percent 
profit out of the deal. 

Introducing this kind of incentive almost guarantees that you are 
going to enter into a long contest between, profit seekers and govern- 
mental watchdogs that will introduce a false note into education. 

Senator Mondale. Have you had a chance to look into the Gary 
project? 

Mr. Selden. No. We represent the. teachors there in Gary , and 
those in the project, too. Ninety-eighti percont of the toachers aro 
members of our union. Our union takes a dim view of the project. 
A recent evaluation which gave the project high marks we think is 
inaccurato. : • . •; • .« ’’ ' • • " ’ 

•Soo Part 16D, Append!* 4. 
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Senator Mondale. Can you dwell on that a minute, because tliere 
have been some very glowing national reports. 

Mr. Selden. I cannot go into detail on this at the present time, 
but I can get the infoimation after this hearing. 

Senator Mondale. You might submit some comments for the 
record?* 

Mr. Selden. I will. Or if you like, I can easily bring members of 
our union who arc involved in the project and have them talk to you. 

Senator Mondale. Have you had members of your union employed 
at that school? 

Mr. Selden. Yes. 

Senator Mondale. Would you submit for the record your view of 
that and we will include that in the record.* 

But let us take one of Mark Shedd’s schools in which one-third of 
the children are dropping out or missing, and he claims two-thirds are 
just so far behind. Other than the broad restructuring proposals which 
you referred to, a massive reordering of national priorities to deliver 
fiscal equity, is there any 7 shortrun structural or strategic approach 
that offers any hope for those children? 

More Effective Schools Program 

Mr. Selden. I do not think so. I do not think that you can make 
bricks without clay. Our program for ghetto schools is called the 
More Effective Schools program. It is essentially based on improved 
staffing ratios so that class sizes can be reduced. The teachers in the 
school have time for planning and conferring with each other and for 
developing innovative new approaches. But, the More Effective 
School program adds about 50 percent of the cost per child to the 
school; and because we really are operating on the marginal child 
theory, we just do not come up with the money. The More Effective 
School program is actually in danger in New York City — not because 
it is not producing, it is producing — because it costs money. The 
city government and the State government do not want to come up 
with the money to educate these children. 

Senator Mondale. How many schools are involved in the More 
Effective School system? 

Mr. Selden. Thirty-one in New York. 

Senator Mondale. Do those include high schools? 

Mr. Selden. No. They are elementary schools, and I think this is 
really the site of our most serious educational problem. 

Senator Mondale. Has the number of schools gone down or is 
it the same? 

Mr. Selden. It has remained the same. 

Senator Mondale. And what is the per pupil expenditure level 
there, if you know? 

Mr. Selden. About $1,200. 

Senator Mondale. Has that risen or dropped? 

Mr. Selden. It has remained about the same. 

Senator Mondale. And how long has the MES system been in 
effect? . ; • 

Mr. Selden. It was originated 6 or 7 years ago. I am very proud 
to say I was the chief negotiator for the union when we negotiated 
the MES plan with the superintendent of schools. 

•See Part 1GD, Appendix 4. 
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Spnntor Mondale Would vou submit for the record a short 
evaluation of what you think the More Effective School system shows; 
that is, what is happening to the money. 

Mr. Selden. Sure. . , 

M? a SE r LDEN NJ Yes J can do that. There have been 
in the past 2 or 3 years which have given the plan veiy hyi maiks. 
The first evaluation which was made 5 years which u e fee! 
piToneous— criticized the pupil progress in leading, but gave it nw 
maXta other fields. Since then all the other slud.es have g.ven the 

"'a M&ESJh you have those evaluations easily available- 
wc can get them I am sure — but if you have them, uou d you giu 
copies to us for the record?* 

S^ator^N^M 1 ! wwld like, in adcliti°n maybe a shortjettcr, 
if you have time, indicating what you think it stands foi in D e 

I fed^^siJWy”tee should be no marginal 

chUdmn in U,is country. I thinkeyery child stadd have an 
to fullv develop and this Nation is not a just nation until tiiat is true. 
ffsi2l«l the term to shock, but I think nevertheless, it 

* S Senator 6 Mondale. Thank you very much for a most useful 

^rhe committee ^ ^ racesSi subject to tKe call of the 

(Whereupon, at 11:10 p.m., the Select Committee was lecesseci, 
to reconvene at the call of the Chair.) 

•Sec Part 16D, Appendix 4. 
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INEQUALITY IN SCHOOL FINANCE 



WEDNESDAY, SEPTEMBER 29, 1971 

U.S. Senate 
Select Committee on 
Equal Educational Opportunity 

Washington, D.C. 

The Select Committee met at 10:04 a.m., pursuant to call, in. room 
1318, of the New Senate Office Building, the Honorable Walter. F. 
Mondale, chairman of the committee, presiding. 

Present : Senator Mondale. . 

Staff members present: William C. Smith, staff director and general 
counsel; Donn Mitchell, professional staff. 

Senator Mondale. The committee will come to order. 

This morning, continuing our discussion of school finance, we will hear 
from Professor Oliver Oldman, professor of law and director of in- 
ternational tax programs, Harvard Law School; and Mr. Allen D. 
Manvel, consultant on Government finance and statistics, Washington, 
DC. 

Mr. Edward Fort* is not yet here, but he will be with us shortly. 
If you will please come to the witness table, we very much 
appreciate having you with us this morning. . . 

Perhaps Professor Oldman could commence the testimony, if you 
will. 

STATEMENT OF DR. OLIVER OLDMAN, PROFESSOR OF LAW AND 
DIRECTOR OF INTERNATIONAL TAX PROGRAMS, HARVARD LAW 
SCHOOL, CAMBRIDGE, MASS. ' 

Dr. Oldman. You will forgive me for reading my statement this 
morning, but I deliberately made it a short one. Most of the sentences 
init, I think, will come out better if I read, rather than summarize 

them. . „ i , 

Senator Mondale.' We appreciate that. That usually helps us as 

well Proceed. ■ - v . 1 : . , • : ; 

Dr. Oldman. Studies which set forth the unequal geographic 
distribution of the property tax base as a source of public school 
financing are well known, and I will not summarize them in any, detail 

. In my first footnote, I enumerate the several Advisory Commissions 
on Intergovernmental Relations studies as well as two studies done by 
the Federal Reserve Bank of Boston. Unfortunately, the^copies of 
the summary of the Boston bank study done by Steven Weiss; have 
not arrived here at the committee room on time. They were sent; and 

: •See Part 19 B lor Mr. Edward Fort’s testimony. .. J.J ._Jj.ll.. 
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" el e supposed to be Appended to the paper, and I am sure will arrive 
very shortly. 

Senator Mondale. When they are received, the staff will review 
them for inclusion in the record.* 

Dr. Oldman In addition, one item that I would have added to the 
nrst lootnote, I just came upon yesterday— because yesterday was the 
day that the September issue of the National Tax Journal was released. 
1 hat reported on the seminar session hold bv the National Tax 
Association here in Washington at the end of July. And one of the 
papeis there was presented by Dr. Paul Cooper of Maiyland. And his 
paper called, “State Takeover of Education Financing,” which is in 
24 National Tax Journal at page 337, certainly ought to be added to 
any collection of references. 

Not onty does it survey the literature, but it gives us the hard facts 
and data with respect to the State of Maryland which might not 
otherwise be easily available to a large audience. 

Senator Mondale. The staff will review that information. 

Dr. Oldman. Unequal distribution of property tax resources exists 
among the separate taxing jurisdictions within metropolitan areas, the 
jurisdictions within a State, and among the States. Examples of dis- 
tributional extremes were presented in a recent study done by Steven 
Weiss for the Federal Reserve Bank of Boston. 

In onp State, there exist two districts which have the same school 
oth ^ 0n c * s spending three times as much per pupil as the 

In another instance, two districts are spending the same amount 
per pupil, but one is levying school, taxes at seven times the rate of 
the other. 

There are further examples along the same line in the footnotes to 
the serrano versus Priest decision which I am sure you have all seen 
copies of. 

Property Tax Backbone of Schools 

. The property tax continues to be the backbone of public school 
finance and provides over one-half the revenue used to finance public 
schools m most of the United States today. And those were one-half 
of the property tax revenues that goes into financing the schools. 

Inequalities in the distribution of the property tax base— that is, 
inequalities in the distribution of wealth among j urisdictions— ac- 
counts for a significant part of the unequal distribution of spending 
on schools. ° 

Little is being done by Federal, State, and local governments to 
eliminate or substantially reduce these inequalities. Federal distribu- 
tions of educational funds do little to compensate for interstate ine- 
qualities. Attempts by some States to distribute school aid in an 
inverse relationship to available local property tax resources have, as 
a whole, failed to compensate for intrastate inequalities. 

And generally, nothing is done to equalize property tax base re- 
sources among independent jurisdictions located within the same 
metropolitan area. 

Within some of the larger cities, the poorer areas suffer from a 
combination of discriminatorily high property taxes and discrimina- 
tonly low public services, especially in the schools. This particular 

*See Part 16D, Appendix 5, 
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property tax discrimination was identified in a study done a few years 
ago by Dr. Henry Aaron and myself. Data used was tor the city ot 

^Senator Mondale. If you would yield there, is it fair to sav by v ay 
of generalization that whether one is looking at interstate dincrenc.es, 
interdistrict differences within the State, or differences between rich 
and poor areas within a school district, it is almost uniformly tie 
case that the richer areas have the most money and the poorer areas 

ha Dr ^Oldman. That is not only true, but correspondingly the amount 
spent on public schools is greater in these richer districts and richer 
States than is the case in the poorer ones. 

Education Money Spent Inverse to Need 

Senator Mondale. So that the money for education today is flowing 
inversely to the need. 

Dr. Oldman. Exactly. , , .. . . ... , . . 

In the study for the city of Boston, while the discnminaloril) high 
property tax burdens in the Roxburv section ot Boston may have 
occurred at least in part as the result of lethargic administrative prac- 
tices rather than conscious discrimination against cither the poor or 
the black, the fact of discrimination nevertheless appears demon- 
strated in the study. The study itself was published m the National 

Tax Journal in 1965. , , „ , „ 

Current litigation may resolve this property tax problem m boston. 
Similarly, pending litigation growing out of Mississippi—] that is, 
the case involving the town of Shaw, the Department versus the 1 own oj 
Shaw — plus the litigation in California to compel ecpial expenditure 
per student in schools within a State, may be a start toward solving 
the other side of this particular problem— namely, discnnnnatonly 
varying levels of public services to different areas witlnn a given city. 

The recent California decision in Serrano versus Pnest .has high- 
lighted for the entire American public the concern over unequal 
educational facilities caused by inequality in the distribution ohprqp- 
erty tax base. However, in my statement today, I wish to emphasize 
that the courts, despite the California decision, are not likely to provit c 
the solution to the general problem. Courts may strike down bad 

systems, but will not design and order good ones. :. . , 

Legislative solutions, particularly at the State level, will borcquuou 
if there is to be timely change in adequate amount; 

Senator Mon dale. Would you yield there? 

Dr. Oldman. Surely. , y . • , 

Senator Mondale. Now, the Serrano case goes back to the Inal 
court. If the court finds the facts substantiate the plea of the plaintiffs, 
presumably some remedy will flow. What kind of remedies or remedy 
would flow conceivably or logically from a, finding that the plaintiff 

made his case on the Serrano principle? , ,v c , . Q. fn ( .:';i 
Would it prohibit the payment of programs, by the States, btate a?q, 
in some way, or how would the court fashion a remedy to achieve the 

objective of the Serrano principle? .. , • m ; ,v 

Dr. Oldman. I have not yet tried to think out all the possible 
remedies which the plaintiffs might request as well as the possible 
remedies which the court might grant. But let me suggest one at least. 
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If the State of California Supreme Court when the case comes 
back up again looks at the facts and decides that it still wants to take 
action to support its original decision, then one line of approach might 
bo that used in New Jersey in the property tax equalization field and 
m some other States — namely, to issue prospective orders in the future 
which would order the State to change the system to bring about a 
greater amount of inequality, in this case the financing of schools. 
But then leave a period of perhaps 2 years or 3 years for the State to 
work out its own solutions and then come back to the court to see 
whether or not the court will accept that as a reasonable approach to 
the solution to the problem. 

Senator Mondale. In other words, the order would run to the 
Governor, I suppose, and the other appropriate State officials, saying 
it was found that the present system violated the Constitution — that 
they must shape remedies to achieve this described objective. The 
court would retain jurisdiction. Then, say 2 to 3 years after the 
legislature had had time to work on it, the court would take a look at 
what alternatives it came up with. 

Now, suppose the State did nothing except continue its present 
program. Then what kind of remedy would the courts have? I assume 
all they could do was prohibit what the State was doing in some way. 

Difficult Problem To Remedy 

Dr. Oldman. This is one of the kinds of problems I do not really 
like to think about. It is difficult to imagine a suitable remedy. To my 
mind, the possibility of that happening at the very least, of course, 
allows the court to give an extension of the deadline which I suppose 
is the most likely first act. 

But I also suppose that the possibility of that eventuality is one of 
the reasons why this committee and the Congress is and should be 
giving consideration to developing measures which might make that 
eventuality unlikely to come about. 

Senator Mondale. I think in general the courts are really the 
inappropriate agency to deal with the equities of school finance and 
school desegregation. Every time we abandon our public policy rule 
here in the Congress and leave the courts alone, they are left rvith 
really inadequate ranges of remedies to do the right kind of sensitive 
job. • 

I think the, whole desegration field has badly suffered because of the 
failure of the Congress and State interests and others to do their part 
ot the job. That is, I think what you are saying here, whatever the 
constitutional principle, surely the principles of social equity should 
require a broad reform of school financing. 

Legislative Action 

Dr. Oldman. Perhaps the great service of the courts in this issue is 
to alert people to the concern of the courts and the willingness of, the 
courts to enter into the fray. And that might be oho of the important 
prods to legislative action which quite clearly is needed to work' out 
careful solutions. 

Senator Mondale. I think it is quite clearly an additional strong 
argument for those who are proposing reform to' say this may not 
only be the proper social policy, blit it may also be a legal imperative 
as well. That is a nice additional argument. 



Dr. Oldman. There is nothing like having the law on your side to 
win a case, even before a legislative body. 

Senator Mondale. It is nice to be able to say you should do this, 
and if you do not, you have to anyway. 

Dr. 0 ldman. Exactly. And that, 1 think, is what the California 
courts are trying to tell us. Wo do not know yet what the Supreme 
Court will do on this. I suspect that it may be a good period of time 
before we get a full view of what the Supreme Court’s response is 
going to be. So that the time for legislative action, certainly, is ripe 
at the present moment. 

Senator Mondale. Thank you. 

Dr. Oldman. The legislative solutions as we have just concluded, 
particularly at the State level, in addition to the congressional level, 
will be required, if there is to be timely change in adequate amount. 

One approach, exemplified in proposals in the States of Maine, 
Michigan, and Vermont, is to finance public schools through the levy 
of a statewide property tax, uniform in rate and coverage. The 
approach can be implemented by State collection and _ operation, or 
by local collection with State supervision and equalization where 
necessary. 

Massachusetts Proposal 

Another approach — that proposed by the Massachusetts Master 
Tax Plan Commission last fall — embraces two features. First, the 
percentage of State and local tax revenues to be raised by the prop- 
erty tax would be limited to a ceiling figure — about 40 percent. 

Simultaneously, a uniform basic rate of property tax would be 
levied throughout the State. The proceeds of this levy plus other 
State revenues would go into a fund which would be distributed 
entirely to local governments. The local aid fund would be of an 
amount equal to 80 percent of all local government expenditures in 
the State during the preceding year; and would be distributed to the 
local governments by per capita and other formulas designed to have 
an equalizing effect. 

Tins approach is broader than the statewide school property tax 
approach because it tends to equalize the tax burden of all local 
government expenditures rather than just school expenditures, and it 
restricts the growth of the property tax. 

The Massachusetts proposal permits local governments to levy 
additional amounts of property tax for local government use. But only 
a part of the revenue raised by the additional tax levy inures to the 
benefit of the taxing locality. The rest becomes available for State 
distribution to poorer communities. The, effect is to spread throughout 
the entire State the benefits of increased property tax levies in well- 
to-do communities. i ;<• 

Thus, if a relatively wealthy community wishes to increase the 
amount it spends on its public schools, it will find that some. of the 
increased levies made upon its. own taxpayers will be. employed to 

finance increased services in other municipalities. . i : 

Senator Mondale. Is that just a proposal at this point? 

■ Dr. Oldman. This is now a proposal by a broadly. based commission 
in terms of the political spectrum and interest groups. These are their 
tentative proposals. It has been announced that their final proposals 
will be issued in a fourth report, supposedly fairly soon. 
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I have no reason to doubt that they will repent this particular pro- 
posal in their finnl proposal, but I have no information in any case one 
way or the other. 

It should be emphasized that a fair system of educational financ- 
ing — 

Let me bncktrnck for a second. I did bring along an extra copy of 
that Massachusetts report, and perhaps it may be of some use to the 
committee if I leave even the tentative proposals here. 

Senator Mondale. Thank you very much. 

Dr. Oldman. I will set these down for that purpose. 

It should be emphasized that a fair system of educational financing 
need not jeopardize traditional educational interests at the local level. 
I have just noted that, under the Massachusetts proposal, a community 
may still make a decision to spend somewhat more or less on education 
than its neighbors. . 

Moreover, uniform property tax burdens throughout a State need 
not threaten decentralized decisionmaking. A community may stil, 
administer its own schools and make decisions on curriculum, facilitiesl 
and teachers. 



Statewide Property Tax Uniformity 

There are still other important problems which statewide property 
tax uniformity would help to solve. Two prime examples are metro- 
politan fragmentation and the provision of low- and moderate-income 
housing in outlying areas. 

Most metropolitan areas consist of many small independent jurisdic- 
tions clustered around a large city. Economies of scale often indicate 
the desirability of fewer and larger jurisdictions with a resulting 
decrease in the overall per capita cost of Government services. 

One barrier to governmental consolidation lias been the inequality 
of tax base resources. A community with a relatively high tax base 
resists combination with a community having a relatively low tax- 
base since combination would increase the property tax burden in 
wealthier communities by more than the savings realized through 
reduced costs of consolidated government. 

Property tax reform which diminished the significance of tax base 
differentials would represent a significant step in lowering fiscal 
barriers to local government consolidation movements. 

. Property tax reform will also encourage the provision of low- and 
moderate-income housing in relatively high tax base communities. 
Suburban communities with high tax bases resist demands for low- 
income housing because they expect that the units will not contribute 
enough property tax to pay for the increased governmental services 
needed by the low-income residents. 

The new housing units require the full range of urban services, the 
most costly of which is likely to be schools. As a result, these localities 
currently encourage low density, high-valued land use — luxury hous- 
ing, clean industry, and shopping centers. 

If one wanted to find examples of communities, I think one only 
has to look in the suburban range of almost any major large city in 
the country today to find the failure to build low-income housing in 
substantial amounts. Even in areas where State programs have 
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offered the local community funds. to make up in part for the addi- 
tional drain on the property tax, even in those cases, one finds com- 
munities reluctant to invite low-income housing ui. 

But at least they have the argument m a number of communities 
it is ° , oin° r to be costly to them, why should this particular local 
community be asked to bear the burdens of low-income housing when 
those burdens are not distributed evenly throughout the btate. 

The same data that is in Serrano versus Priest, for public school 
financing, the same data, that is in the Weiss studies, is the data that 
supports the disparities in property tax base which lead to discrimina- 
tion against having a low-income housing. 

.Senator Mondale. Now, while that argument by a suburban 
community may mask racial views, in fact, standing on its own, theie 
is an argument there, is there not? As long as that local community 
depends primarily upon real estate taxes to fund its services, including 
schools, to permit substantial numbers of low-income families in 
public housing or in low-income housing would not generate touch by 
the way of taxes. They will, in fact, probably have a net deficit to 
pick up through the taxes on others to pay for their education. 

That is undeniabty true, is it not? 

Dr. Oldman. There are a few States, such as Massachusetts, winch 
are trying to work out programs which would compensate for tins 
property tax deficit so to speak. • 

Senator Mondale. But they have not worked it out. 

Dr. Oldman. But it is not really worked out fully. 

Senator Mondale. We tried a couple of things. The Eagleton 
amendment which is now law provides impact aid for the children in 
public housing units as well as military facilities. If it were fully funded, 
that would mean $600 to $700 a head. That, too, I believe would be 
ll 1 )ful 

rBut all that is trying to correct basicalh T is the inequitable tax 
structure which is based on the vagaries of the present real estate tax 

^ DivDldman . Exactly/ And if; Federal and State measures would 
compensate for these vagaries, then a local community would be faced 
quite squarely with the problem of discrimination. And some consti- 
tutional questions : might then be raised if dhey reject offers of lov- 
income housing when the only reason is to avoid association with low- 
income people or people of different racial backgiound. 

, ! : Uniform Tax* Eliminates Objections 

If property tax burdens were uniform throughout, the State, how- 
ever, and distribution of the proceeds were made on an equitable basis, 
the fiscal objections to low-income housing would largely disappear 
as we have just noted. Without , any increase in taxes, the per pupil 
educational expenditures in suburban, areas, for example, could be 
kept at the same levels as before the addition of the low-income housing 

to the community.- ■ > : l . , . r 

The principal point I have made so far is that statewide equaliza- 
tion of property tax burdens is an j important forward step in solving 
the problem of inequality of educational opportunity.. It is by no 
means the entire solution. It .does not assure a sound distribution o 
spending on schools or other public services;, nor does it assure the 
best possible distribution of tax burdens among the people ot a btate. 
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Far more attention, than has been given to date, needs to be devoted 
to designing intrastate distribution formulas; and, to developing the 
continuous supply of the facts and data needed to apply formulas, 
so as to produce the desired results. J . 

Also, once statewide uniformity of property tax burdens is achieved, 
thou the substitution of fau-ev statewide taxes such as the personal 

possibility ^ at 1CaSt a PaFt ° f the property tax bec omes a practical 

Senator Mondale. If you will yield there, that statement implies 
ia m order to be in a position to substitute a progressive income tax 
as an alternative to property tax for school services, one must first 
have a statewide property tax in order to practically substitute one 
for the other. Why could not a State say, “Well, now, we are going to 
pick up 75 percent of the operating costs of schools,” or something — 

Dr. Oldman. Of course, in principle, it would be possible for a 
ate which, for example, say 50 percent of the property tax revenues 
aie used to finance the schools — to adopt legislation which would 
finance the schools by increased State taxes on progressive income tax 
base. That would lower the total property tax collections bv perhaps 
as much as 50 percent. “ 1 

^ While that impossible in principle, it is not difficult to see the vast 
smlt in tax burdens that is going to be brought aboui. as a result of 
sucli a switch* ? , - i 

Shift to State Personal Income Tax 

The question^ arises how docs one practically make that switch. Is 

1 day or is il done by 0Klerly p rocess » f 

And what I am suggesting here is that it is more likely that we will 
get to the end result of the income tax as the source of school finance if 
ve first make the property tax largely one of statewide uniformity. If 
one has observed i the, increase in property tax burdens in a number, of 
communities in the United States today, particularly in our own area 
l eastern Massachusetts, one would find rates of increase on the order 

riwii ■W’ an ri 2 ? P 1 el ’centijper year. If statewide property taxes are 
levied,, it ought to be , possible to reduce the burden of the property 
tax at rates hke 10,. 15, to 20 percent a year and gradually shift it to 
the personal income tax without causing an undue amount of windfalls 

SCJ,” to wT ° hard - to - bear burden 0“ who "-ill be 

Senator Mondale. If you choose your own tax structure for fund- 
lng'schools, which would you prefer — a statewide property tax levy 
as its key source or a statewide personal income tax? ’ 

. 7 r , U LDMA N. P have no hesitation' in supporting the latter, the 
statewide personal income tax. : ' .. 

Senator Mondale. And your reasons are? 

Dr. Oldman. The fairer distribution of the burden among people 
nraccord with ability to pay. * •. ! . B1 1 

* d i d t ^ at I , ha Y e . no hesitation in saying that a significant 
paitof that burden also being borne at the FederaMevel in order to 
distribute that burden not only fairly among the people of the State, 
butamong the people of the country as a whole. 
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Senator Mondale. I will want to return to the interstate issue in a 
minute. . 

Dr. Oldman. Though great progress will have been made through 
the institution of these statewide tax and distribution measures, they 
do not eliminate fiscal disparities among the States. For this, Federal 
action is needed. Federal action is also needed to induce and speed up 
the needed intrastate tax and distribution reforms. The range of 
possible Federal roles, including the making of equalizing grants and 
the conditioning of grants on State reforms, is broad. I do not know 
how r broad. ; 

To find out, I urge an immediate Federal research effort. With the 
results of such an effort, the Members of Congress will be equipped to 
define and enact the Federal role in giving each child in this country a 
substantially equal opportunity for a decent education. 

Senator Mondale. Your proposal seems to be that, though the 
details, are unknown, the Federal Government could have a sub- 
stantial grant program to education based on two principles : 

1. To try to equalize the difference in wealth betu'een States, 
which can be very tough; and 

2. Try to condition substantial aid to States on intrastate 
systems which distribute resources fairly in the school system. 

Dr. Oldman. Exactly. . . ... 

Senator Mondale. You pass up the question as to how that might 
be done by saying we should appoint a commission. We have one now, 
have we not, on school finance? We have a commission, at least one 
commission, on any given subject going at any time. There are usually 
three or four. We have at least one in school finance right now. 

I do not know whether they are dealing with this or not. 

Dr. Oldman. The suggestion in any event, Senator, is much less one 
of appointing of a commission. I am aware of commissions working in 
and around this area. The problem is to get the remainder of the job 
of research done. It is being done in part by the Advisory Commission 
on Intergovernmental Relations. It has not had. the opportunity to 
finish the job. i . . • : m 

There are other Government agencies. And there is also the pos- 
sibility of a crngrossionally organized research effort- which would 
bring together the varied and; many strains of thinking that ore being 
earned out, are being done, on this subject today. The, problem now 
is to get all the ideas together ;in a package and see what the full 
range of possibilities are, convert them , into some judgments and 
(Estimates' of what the impact would bo so that some' choice can be' 
made among them. .. 

Federal Role in Reducing Interstate Disparities 

Senator Mondale. Do you not see a strong Federal role needed to 
assist in these interstate wealth differences? I think today the per 
capita expenditure of Now York State is something like $1,250 per 
student, and in Mississippi approximately $400. So tnc ratio is- 3 to 1. 

Dr. Oldman. Some of those differences arc, of course, accounted for 
by different levels of costs. But even when one adjusts for those, there 
arc still substantial interstate disparities. And there is a Federal role 
in reducing those disparities. 




